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valued at market estimation, were not driven into the melting-
pot, as was new-milled silver, under the operation of Gresham's
law. It may be supposed that the six or seven million pounds
(face value) of silver limping round the country in light pieces
was somewhere near the minimum that England could do with
at the existing level of prices. At any rate, for a long while the
market price of silver had remained so low that silver pieces
bought more than their average content in bullion. The
State had given the coins its stamp of precision, and thus authen-
ticated they were worth a great deal more to their holders than
lumps of metal. Guineas, on the other hand, were worth
approximately their equivalent in bullion.

A new factor was introduced with the foundation of the Bank
of England, which received statutory blessing in 1694 as an
expedient of war. A certain measure of inflation was already
being caused by the issue of numbers of government promises
(tallies), but these enjoyed only a restricted circulation. The
Bank's paper notes now made an appreciable addition to the
means of payment in current use. Prices rose, the foreign
exchanges leapt up against sterling, and, what was most signi-
ficant of all, the price of guineas and of silver bullion rose as
well. In fact legal tender silver coins had fallen in terms of
everything else, and their actual position in general esteem was
hardly improved by the imminent threat of recoinage with or
without devaluation. There is room for some difference of
opinion upon the relative importance of the disturbing elements
in this war-time crisis. The chief one was almost certainly
inflation, and this process, by removing a relative scarcity of
currency, had now reduced the battered silver coinage to some-
thing like its bullion value. Clipping and sweating were on the
increase. The Government's remedy, supported less enthusias-
tically by Parliament and the moneyed interest, was recoinage
of the silver at the old weight and values. Into the details of
this measure we need not enter, beyond remarking that the
greater burden of the cost of recoinage was borne by the State.
The deflationary character of the measure caused something
like a panic in prices. There was a run on the Bank and that